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KEY ECONOMIC INDICATORS 
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SUMMARY 


Bolivia is enjoying an export boom fueled mainly by high prices for its 
petroleum, minerals, metals, and agricultural commodities. Bolivia's 
balance of payments is strongly in surplus and net international reserves 
have grown accordingly. The export earnings of state enterprises and a 
high level of external assistance have facilitated the development of a 
large number of major projects in petroleum refining, pipelines, iron and 
steel, mining and smelting, infrastructure, agriculture, and agro-industries. 


The improved credit standing of Bolivia and many of its public and private 
enterprises means that our competitors are and will be making project offers 
with financing on increasingly better terms, They have the equipment and 


technology to make good competitive offers for most of these projects. The 
major implication for the U.S. is that comprehensive project packages with 
appropriate financing should be developed to increase exports of U.S. goods 
and services to Bolivia. 


The quality and competitiveness of U.S. products are widely recognized in 
Bolivia. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Real Gross Domestic Product (GDP) should grow by about 7% in 1974 and a 
high growth rate can be expected for 1975. The main stimulus is coming 
from the export sector which is enjoying high world prices, especially 

for petroleum, tin, and zinc. The economy had already been growing well 
due to continued political stability and an exchange rate adjustment in 
October, 1972 (which accounts for the drop in per capita income in dollars 
in 1973 indicated in the Economic Indicators Table). If export prices 
hold near present levels, or rise further, prospects for further growth 
are good. 


Balance of payments gains in 1974 reached about US$ 100 million by August 
and the gain for the full year probably will exceed that figure. Even if 
export prices fall somewhat in 1975 and import prices continue to rise net 
foreign exchange reserve losses are not likely to be great in relation to 
current gross and net reserve levels. 


Bolivia is suffering from an inflation running at about 30% to 40% annually. 
The inflation is due to the current world inflation which affects import and 
export goods, the rapid increase in net foreign exchange reserves and in- 
adequate restraint of. domestic credit. The monetary authorities, however, 
are attempting to rein in domestic credit to a rate consonant with real 
growth possibilities. 


Foreign exchange is likely to continue to be freely available as Bolivian 
experience with exchange controls has been extremely adverse. Most exporters, 


however, are required to turn over foreign exchange to the Bolivian Central 
Bank through the banking system. 


The hydrocarbons sector is currently the most dynamic. High petroleum export 
prices have converted Y.P.F.B., the state owned oil and gas company, into a 
more viable and even affluent organization, despite extremely low Government- 
fixed prices set in November, 1972 for most domestic product sales. Y.P.F.B. 
is now spending about US$ 30 million per year on exploration and is launched 
on refinery expansion, lubricants plant, multi-product pipeline (to Brazil) 
projects totalling about US$ 160 million. An agreement in principle with 
Brazil has also been reached to develop the Yapacani-Santa Rosa gas field 

and lay a gas pipeline to Sao Paulo that would deliver 240 million cubic 
feet of gas per day. Y.P.F.B. has signed twelve contracts for exploration 
and exploitation (production sharing) with foreign oil companies most of 
which are now carrying out seismic work. Each contract is for one million 
square hectares. Petroleum service companies are locating in La Paz, Cocha- 
bamba, and Santa Cruz. 





The mining and metal smelting sector appears to be the next most 
dynamic. Price increases of two to three times those of 1972 are 
stimulating investment. COMIBOL, the state-owned mining company, 
floated a US$ 24 million loan through Bank of America and Deutsche- 
Sudamerikanische Bank to a bank syndicate. It obtained a further 
US$ 3.5 million from the Industrial Development Corporation of 

South Africa. Most of these funds plus COMIBOL's rising net profits 
are being used to expand and develop its mines. 


ENAF, the state owned smelting company, has received a US$ 15 million 
loan from Kreditanstalt fur Wiederaufbau and a US$ 2.2 million loan 
from the Andean Development Corporation to expand the Vinto tin smelter 
to 20,000 fine M.T. per year. This amount is about two thirds of 
Bolivia's annual tin concentrates production. ENAF is also building 

an antimony smelter at Vinto and is looking for financing and equipment 
for a US$ 75 million zinc smelter and a ferroalloy plant. 


SIDERSA, the state-owned iron and steel firm, has arranged for a US$ 10 
million loan from Brazil for financing feasibility studies for a US$ 600 
million project to develop an iron and steel industry at Mutin in eastern 
Bolivia. The Government plans to encourage the location of cement, fer- 
tilizer and other plants, valued at $ 400 million in the same area. 


Private mining is increasing its investing with the help of a US$ 6.2 
million World Bank loan. The medium miners have vowed to invest US$ 40 
million over the next three years. 


Agriculture and agro-industry are also growing, especially in eastern 
Bolivia. Most of the agricultural expansion is occurring in cotton and 
sugar. Existing sugar mills are being expanded and new ones are being 
planned. Vegetable oil plants worth about US$ 20 million are now under 
construction. Soya is being cultivated in larger quantities. The World 
Bank is negotiating a large loan mainly for cattle production. 


Bolivia requires vast investment in infrastructure and very large funds 
are being directed to this purpose. The Interamerican Development Bank 
signed a US$ 11 million loan for the La Paz - El Alto highway, another 
US$ 11 million for asphalting roads in the altiplano, and a US$ 35 
million loan to help finance the Oruro - Cochabamba highway. Brazil 
has financed a further US$ 12 million for road construction equipment 
and Japan reportedly has authorized an additional US$ 12 million for 
the same purpose. The Santa Cruz Department is financing the Santa 
Cruz - Beni road. Additional funds are likely to be spent soon on a 
second Cochabamba - Santa Cruz highway, a Santa Cruz - Camiri road, 

a Cochabamba - Santa Cruz rail link and railway improvement generally. 





Only small investments are being made elsewhere in industry thus far. 
The Government is negotiating with a number of foreign firms to fill 
the eleven Andean Pact metal-mechanic sector assignments to Bolivia. 
Two such investments apparently have been arranged. The Bolivian 
Confederation of Private Entrepreneurs has publicly suggested that 
Andean Pact Decision 24 be modified or regulated in such a way to 
encourage foreign investment. The new Director of the National 
Investment Institute is reviewing Bolivia's Investment Law with a 
view to providing greater incentives to domestic and foreign 
investments. 


IMPLICATIONS FOR THE UNITED STATES 


The most important facet of the foregoing is that Bolivia is entering 
an era of large projects mainly in petroleum and gas; mining, smelting 
and metal processing; infrastructure; agriculture and agro-industry. 
Most of these projects will be carried out by state enterprises and 
government agencies. The most important implication for the United 
States is that to increase our exports and gain our share of these 
project imports comprehensive projects packages should be developed 
that take into full account technical assistance, training, management 
and financing requirements. Our export competitors have the equipment, 
technical know-how, and financing facilities to make project offers to 
the Bolivian state enterprises and government officials and, indeed, 
many together with some U.S. firms, have already done so. U.S. firms 
do enjoy clear technological advantages for some of the projects. 


Purchasing officials of public sector entities have emphasized that 
U.S. firms are loosing out on export opportunities because they do not 
have connections with local agents or firms. As this lack appears to 
be the most important single obstacle to increasing U.S. exports to 
Bolivia, public sector procurement policies are outlined here. 


1) By law, all government entities must issue public tenders 
for purchasing only from firms domiciled in Bolivia or 
through Bolivian representatives of foreign firms. 


There is normally, by law, a 30-day period in which to 
respond to the issuance of public sector tenders. For 
large items this period is usually extended to 60 days. 
The short time allowed is further reason for U.S. firms 
to have local representation. The tenders state that 
consideration will only be given to local representatives 
of foreign firms and local firms registered with the 





Chambers of Commerce and Industry. (By law these firms 
must also register with the Directorate General of Com- 
merce and Industry.) Therefore, U.S. firms desiring to 
participate in sales to the public sector are strongly 

encouraged to seek local representation. 


There are exceptions to the law. One exception is for 
purchases financed through foreign government assisted 
supplier credits or through multilateral financial 
institution assistance. The credit terms or assistance 
agreement normally dictate the country or countries of 
origin. Another exception pertains to the State petro- 
leum company (Y.P.F.B.) and the State mining company 
(COMIBOL). Both organizations are authorized under a 
temporary six month decree to negotiate and purchase 
directly from world wide sources without issuing public 
tenders when the purchase is essential to keep a plant 
in operation and when the progress of a new project is 
being jeopardized by the lack of availability of 
materials. 


4) Y.P.F.B. has a purchasing office in Houston, Texas, but 
the purchasing decisions are made in La Paz. 


U.S. capital goods in general are competitive and their superior 
quality is widely recognized in Bolivia. Competition comes not 
only from Japan, Taiwan, and Western industrial nations but also 
from Brazil and Argentina. The proximity of these latter two 
countries to the Bolivian market gives them an added advantage. 
Our competitors have been increasing their share of the Bolivian 
market and winning most of the large new projects due to their 
aggressive pursuit of sales, many local representatives and ready 
availability of credit on good terms. 


A second major implication is that Bolivia as a whole and Bolivian 
state enterprises that are exporters of petroleum, gas, minerals 
and metals rapidly are gaining in credit worthiness. Credit offers 
from U.S. competitors are likely to be on increasingly improved 
terms. 


While the major implications of this report have been drawn with 
respect to major projects, we expect that traditional U.S. exporters 
to Bolivia will enjoy a growing and increasingly varied demand over 
the next year. The greatest non-project demand increases will be 

for road and building construction equipment, transportation equipment 
(trucks, railway rolling stock, aircraft, etc.) and agricultural 
equipment. 
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